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I. Introduction
Withtheprospectofincreas ingbudgetdeficits,manystategovernments arenow
consideringtheintrod uctionofcasinogamblingwithintheirstatesinordertoraise
revenues.Theamountofbudgetdeficitsisstaggering. JustintheNewEnglandregion,
generalrevenues,especiallythosefromthepersonalincometax,fellsharplyinevery
NewEnglandstat eexceptNewHampshireinFY2002.Allsixstatesclosedthefiscal
yearwithdeficits.AccordingtotheBostonFederalReserve FiscalFacts,Massachusetts
collected$20.7billioninrevenuesinFY2002,downby$1.2billionfromFY2001.
Whilerevenuesfe ll,spendingcontinuedtoclimb,reaching$23billionfortheentire
fiscalyear andcreatinga$2.3billionhole inthestatebudget. Connecticutended
FY2002withabudgetdeficitof$817million,or6.8percentofgeneralfundspending.
MaineclosedF Y2002witha$93milliondeficitinitsgeneralfundbudget;anadditional
$150milliondeficitispredictedforFY2003.Thestatewilllikelyenditsbiennialbudget
cycleinJu ne2003witha$243millioninsufficiency inits$5.3billiongeneralfund
budget,comprisingroughly5.5percentofthestate’ sgeneralfundexpenditures.
Vermont’sgeneralrevenuesdeclinedby10percentfromFY2001toFY2002andcaused
abudgetgapforFY2002of$25billionor3percentofgeneralfundspending. Finally,
NewH ampshirewillendFY2002witha$62.6milliondeficit(2.7percentofbudgeted
expenditures), andRhodeIslandexperiencedshrinkingrevenuesforFY2002 and
FY2003by$92.9millionan d $74.6million,respectively.
Itisclearthatthereis atremendouspo tentialforrevenuegeneration inthe
gamblingindustry. Itisprojectedthat Connecticutwill bringin almost500million
dollarsthisyear 1.( Thisisestimatedbytakingaq uarterof2billiondollar expectedslot
machinerevenuefrom its instatecasino s,FoxwoodsandMoheganSun. ) Furthermore,
gambling itselfisahugeindustry.In1995,gambling income intheUnitedStates
grossedover$40billion.Thesameyear,theestimatedreceiptsforamusementparks
were$7billion,includingadmissionfees,s alesoffoodandbeverages,andothersales.
Theestimatedreceiptsformovietheaterswere$5.5billion. 2Outofthatnumber,casino
gamblingaccountedfor88%ofallUSgamblinghandle 3and52 %ofgrossprofits 4.
Casinogamingisthelargestpartoft hecommercialgamblingmarket.In1997,10states
hadlegalizedsomeformofcommercial,non -tribalcasinogambling ,and22stateshad
allowedIndiantribalgambling . In2000,14stateshad legalizedcommercial casino
gambling.5 Definitiveevidenceof t hegrowthpotentialofthecasinoindustryisinthe
examinationofthetrendfrom1982to1995. In1982,Casinogamblinghadahandleof
101.4billiondollars.By1995thatamounthadrisento422billiondollars. 6
Theincreasingdeficit shave prompted manystatestoreviewtherevenuestream s
ofn earbystatestoseeiftheremight beanychanceforinstaterevenues.Adrivingfactor
intheentranceintothecasinoindustryisthesuccessofanearbystatecoupledwitha
desperateneedforalargerreve nuestream. Withinthe NewEngland region,
Connecticut,havingmadeacompactwiththeIndiantribeswhohaveoperatingrightsfor
1 http://www.osc.state.ct.us/reports/economic/2001cmprpt/financial.htm
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Handlereferstothetotalamountofmoneythataplayerspendsplayingcasinotablegamesorslot
machines.Sincethetotalamountincludeswinnings,itisam uchlargernumberthanwhatplayersactually
lose.
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5
NationalConferenceofStateLegislaturessurveyofCommerceClearingHousesummaryofstatetax
laws,2000
6
ebid., InternationalGamingandWageringBusiness
FoxwoodsandMoheganSun,received319milliondollarsfromcasinopaymentstothe
stateintheFY2000,andthatpaymentrat ehadanannuallycompoundedgrowthof18.6%
over5years. 7 CitingthesuccessthatConnecticuthashad,a majorityoftheremaining
NewEnglandstates aren owconsideringtheintroduction ofcasinos. Massachusettsis
consideringnegotiatingapacttoal lowtheWampanoagtribetooperatecasinos.
Thisthesis will trytodetermine whetheranystatecould benefitfromthe
introductionofcasinogambling,an difso,howmuchextrafundscould beexpected .
Massachusetts residentsspend anestimated$620mi llionatConnecticut'stwocasinos --
FoxwoodsandMoheganSun,and theyaredroppinganadditional$726millionatout -of-
stategamblingfacilitieseachyear. 8Ifthissumwere tobespentin -state,Massachusetts
wouldbeabletoreapasignificantperce ntageofthatamountforitsstaterevenues. The
samecanbesaidforRhodeIsland.WestWarwick,RhodeIslandismerely45minutes
awayfromFoxwoods,andMoheganSunisaboutanhou raway,andforastatewitha
hugedeficit,theprofitthatRIcouldr eapfromaninstatecasinocouldmakethe
introductionofcasinos aworthwhileventure.
However,estimatingprofit isnotjustassimpleascalculatingapercentageofthe
nearbymarket’sgrossrevenues. Therearemanydifferentvariablesth ataffectwhet her
thestatescould earnsignificantrevenuesfromcasinogambling.Onepointofmeasureis
themarketsaturationpoint. ApartialreasonforFoxwoods’and MoheganSun’srelative
successesis their primelocationintheNor theast.Ifmanynewcasinosw erebuilt
nearby,suchasinMassachusetts,RhodeIsland,andNewYork, theywould certainly
7 http://www.osc.state.ct.us/reports/economic/2001cmprpt/financial.htm
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BethQuimby,EagleTribune,March5,1999,“BayStategamblersdumpmillionsinN.H.,Connecticut”
drawaway theprofitsfromConnecticut’sbusinessandresultindecreasedrevenuesfor
allpartiesinvolved. Anotherconsiderationin theequationisthemultipli ereffectof
otherrevenu esources.Thedeterminationof whether theintroductionofcasinoswould
resultinincreasedtaxrevenuesfromalcohol,cigarettes,orevenhighwaytollsfrom
increasedtrafficisanotherfactorworthconsidering. Also,increase dvisitorswould
surelymeanincreasedhotelstays,increasedshoppingrevenues,etc. Counteringthe
multipliereffectargumentisthatofthesubstitutioneffect.Thesubstitutioneffectstates
peoplewillspendtheirincomeoncasinogamblingratherth anspendingthemon eyon
othergoodsandservices.Thesubstitutioneffectstatesthattheintroductionofcasinos
wouldtakeawaymoneyfromlocalbusinessesandoverallthelocaleconomywillbe
affectednegatively,sincelocalbusinesseswillhavelowe rincome.
Andfinally,ontheexpenditureside,theearmarkedfundsforgamblingproble ms
mustalsobeconsidered.The secanincludeanyfactorsrangingfromstate -runaddiction
programstoincreasedcrimecontroltonewinfrastructurecosts ,amongava rietyofother
aspects. Thesocio -economicanalysis ofcasinogambling canplaya hugefactorinthe
valuationofapolicytolegalizeandinstitute casinogambling.
Thispaperwill focus onthe optimizationofstaterevenues ,takingintoaccountall
thefactor smentionedabove .Inlayman’sterms,thispaperwantstoseeifitwouldbe
feasibleandprofitableforastatetoinstitutecasinoswithinthestates.Thestatesthatwill
bestudiedwillbeRhodeIslandandMassachusetts,twostatesintheNew Englandregion
thatareconsideringtheintroductionofcasinos. Furthermore,oncethequantitative
researchonprofit optimizationhasbeencomplete,itwillbesupplementedbya
qualitativemodelexaminingtheextentofmaterializationfortheseoptima learnings.
Thispapercontends thattheint roductionofcasinogamblingwouldhavesome
positiveeffect son state revenues;however,itwillnotbethepanaceathatpeople
havebeenexpecting.
II. BackgroundInformation
Indeterminingthesediffere ntfactors,itis advisablefirst toevaluatetherelative
successoftraditionalgamblingsourcesandhowtheyhavealleviatedthedeficitproblem
byutilizingtheshareofstaterevenuesfromtheirgamblingindustries.Thenthe
examinationofdifferentty pesofcasinogamblingformatswi llfollowthatwillserveasa
modelforestablishingtheoptimalrevenuescheme .These formats willincludethe
privatefirmformat,prevalentinLasVegasandAtlanticCity,Riverboatgambling,both
mooredandfloating, andIndianReservations,withConnecticut’stwolargelocation s
servingasprimaryexamples.
Legalized casino gamblingintheUnitedStatesbeganin1931,whenNevada
becamethefirststatetoallowunlimitedstakescasinogamblinginLasVegas. Inthela te
1950s,thestatefirstpermittedpublicly -heldcompaniestoownandoperategaming
facilities,whicheasedtheentranceofpubliccompaniessuchasHiltonandRamada.
Currently,gaminginNevada ,especially in LasVegas,hasbecomeamultibillion -dollar
industrythatattractsmillionsofpeopleeachyear. In1999 ,stategamblingrevenue
exceeded9.5billiondollars,withanannualgrowthof11.2percent ;andproportionately,
visitorvolumeexceeded50millionpeople,withagrowthof10.2percent .It isnot
surprisingtonotethatvisitorsintoClarkCounty,thecountythatincludesLasVegas,
comprise85%ofthosewhovisited Nevadainthatyear. Infact,from2001 –2003,the
ExecutiveBud getGeneralFundRevenuederived over40%directlyfromgamin gand
casinoentertainmenttaxes,makingthosetaxation sthelargestsourceofrevenues.
Clearly,thisisamodelwhichhassucceededinreapingbenefitsfromCasinogamblingto
bolsterthestatebudget.However,empiricallyithasbeenshownthatthism odelisthe
exception,notthenorm.ThesecondstateintheUStolegalizegamblingwasNew
Jersey,whichintroducedunlimitedstakescasinogamblingin1976.While AtlanticCity
canboastvisitorvolumeclosetothatofLasVegas,NewJerseyonlyreaps afractionof
whatNevadagainsinstaterevenues,withlessthan5%ofstaterevenuescomingfrom
‘gaming’revenues. Whilethismaybeattributedtothesizeofthestate(intermsof
population,geography,etc)itisimportanttonotetheimprobability foranotherstateto
havetherevenueresemblingthatwhichNevadacollects. However,withexpectedcasino
revenueof360milliondollars,itisnotatrivialamount. Mississippi,whichstartedout
itsinstatecasinogamblingwiththeriverboatformat , nowhasmoregamblingsquare
footagethanAtlanticCity. Thesethree statesarespecialinthattheyderivealarge
amountoftheircustomerbasefromremotelocations,andthuscanbecharacterizedas
nationaldestinations.
Onamoreregionallevel,star tingin1989,manystateshaveinstitutedlegalizing
smalleroperations. SouthDakota,in1989,legalizedlimited -stakescasinogamblingin
Deadwood,ahistoricminingtown,andin1990,Coloradofollowedbyapproving
limited-stakescasinogamblinginthr eeformerminingtowns:CrippleCreek,Black
Hawk,andCentralCity. Manystates including Iowa,Illinois,MissouriandIndianahave
introducedriverboatcasinogaming.In1989,IowaandIllinoislegalizedriverboatcasino
gaming(docked) ,andinApril1 991,Iowa launchedthefirstgamingvess elinrecentUS
history.9 Theadventofriverboatgaming wascomplementedby increasedIndian
gaming,whenIndiantribeswereallowedtooperatethesamekindsofgamblingallowed
withinastate bytheIndianGaming RegulatoryAct. Indiantribeshaveusedtheir
9
RogerDunstan“GamblinginCalifornia,”CaliforniaRes earchBureau,CaliforniaStateLibrary.
positionassovereignentitiestodevelopanumberofgamingestablish ments.In1994
therewereapproximately150 –175casinosandbingohallsinoperation,andin1997,22
stateshadIndiancasinos. 10
SpecialregionalfocusinNewEnglands houldgotoIndiangaming,the format
utilizedbyConnecticut,withFoxwoodsandMoheganSun,runbyMashantucketPequot
andMohegantribes,respectively.RobertGoodmanquotesa$6billionfigure ashis
estimateofthegr ossrevenuesforIndiangambling,however,numbersonotherreports
varyfrom2to8billiondollars.Forstates,conflictexistsbecauseboththestateandthe
Indiantribearesovereignentities .Asitis,statescannotforcethetribestopaytaxesor
exercisejurisdictionoveractivitiesontriballands. Therightfortribestooperatecasinos
ontriballandshasdependedupondifferentlitigationovertheyears.CurrentlyIndian
gamingisenforcedbytheIndianGamingRegulatoryAct(IGRA).IGRAd ividesgaming
intothreecategories;casinogamblinglieswithinthejurisdictionofClassIII.Inorder
foratribetoofferClassIIIgaming,thestateinwhichthereservationislocatedmust
permitthesamespecificgamingactivitiesthatarepermitte d;thetribemustpassan
ordinanceauthorizingthegamingactivities;andthegamingmustbeconductedin
conformancewithacompactenteredintobythetribeandthestate.Thisthirdclause
allowsthestatetoreapsomeoftherevenuesfromthetribal gaming.Asstated,
Connecticut’scompactwithitsIndiantribesallowsforaquarteroftherevenuestobe
transferredbacktothestate.Moreover,statesgetsometaxrevenuesfromIndiangaming
intheformofincometax for employees,whoarenotIndia nnorreservationresidents.
Furthermore,stateshavealsousedtribalgamingasawaytoinfluencetheirrelationswith
neighboringstates. NewYorkthreatenedtolegalizehighstakesIndiangamblingwhich
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RichardL.Worsnop,“GamblingBoom,” CQResearcher, 8March1994 ,p.243
wouldhavecompetedwithAtlanticCityshouldN ewJerseyluretheYankeesawayfrom
NewYork. 11 CaliforniahadconsideredtryingtoengageNevadaintoarevenuesharing
planinlieuoflegalizingcasinosinSouthernCalifornia. Asimilarofferwasextendedby
Massachusettsgovernor,MittRomney,toCo nnecticutlegislature.
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III. LiteratureReview
Thereareaplethoraofresearchpapersdevotedtothetopicofcasinogambling,
bothaboutIndiangamingand aboutthe publicly-ownedfirmmodel.
Awidelyquotedsour ceisRobert Goodman’s“LegalizedG amblingasaStrategy
forEconomicDevelopment ,” which exploresthecaseagainstthegrowthofexponential
growthofstate -sanctionedandstate -sponsoredgambling. In1992,Goodmanbecamethe
directoroftheUnitedStatesGamblingStudy, anorganizationc oncernedwithoffering
economicplanningadvicetopolicymakers. H ispaper,publishedin1994,iseffectivein
outliningtheexistinginfrastructureintermsofcasinogambling.Italsoprovidesan
adequatehistory ofcasinogambling .Goodman’smainpu rposeistoprovidefodderfor
hisargumentthatlegalizedgambling doesnotmakesenseintermsofmoneybecauseof
theancillarysocialcosts,which underminetheincreasedrevenues.Healso providesa
greatfoundationregardingissuesofIndiangaming, gamingregulation,andeconomic
impactofgambling.
Furthermore,i nhisbook, TheLuckBusiness:TheDevastatingConsequencesand
BrokenPromisesofAmerica'sGamblingExplosion, G oodmanarguesthatgovernments
that urntolegalizedgamblinginaneffort toboostlocaleconomiesareignoringa
multitudeofhiddencosts .This notion mirrorstheargumentpresentedi ntheabove
document.Whilehis argumentsarebolsteredbyconvincingstatisticsinbothcases,one
mustobservethatthereisaflawintryin gto taketheexistingliteratureatfacevalue.
Manytimes, literatureiscommissionedfor certainpurpose s.Much literature
supportingcasinogamblingisputoutbythefirmsthatoperatecasinos. Also, literature
canbe biased towards theauthor’svie wpointsongambling.Thereexistsdatathatboth
supportanddenytheeffectivenessofgamblinginestablishingsoundeconomiesor
researchingthesocio -economicfactorsofgambling. Anyonecanskewtheexisting
informationtosupporthisorherargument .Also,Goodman’spaperandbook were
publishedalmost10yearsago, so eithernewinves tigationoranupdatetohisoriginal
argumentmayberequired .
Anotherusefuldocumentis "IndianGamingintheUnitedStates:Apermanentor
aTransitoryMethodof EconomicDevelopment"byRobertP.Morin,Departmentof
PoliticalScience,UniversityofNevada publishedin 1994.Thisdocumentservesasa
greatsourceforbackgroundinformation onIndiangaming.Morinputsforththe
argumentthatdespiteitspopulari tyandwidespreadavailability,thefutureofIndian
gamingisunsettledandcouldbecomeillegalagain. Thispossibility ,Morinargues,is
duetotheconflictthatexistsbetweenstatesandIndiantribes ,coupledwiththestatusof
the“newbuffalo,”at ermearnedbycasinosonIndianlandbecauseitisasinglesource
capableoffeedingandclothingtheIndians.AnothergoodarticleonIndiangamblingis
"EconomicImpactofNativeAmericanGaminginWisconsin"pu blishedbythe
WisconsinPolicyResearch Institutein1995 writtenby WilliamThomps on. Thispaper
exploresthesamepossibilityasMorin’spaper,butfocusesontheeconomic
consequencesfromIndiangaminginWisconsin.Hereachestheconclusionthatbenefits
tothetribesareshort -lived,and inthelong -runwillbecomemarginalized.
AnotherarticleongamblingisthepaperputoutbytheCaliforniaResearch
Bureauin1997.RogerDunstan’s“GamblinginCalifornia”offersacomprehensive
viewpointforCaliforniainresearchingtheeffectivene ssofgambling.Thepapertriesto
analyzewhethergamblingisadvantageous toCalifornia.In doing so,hereviewsthe
historyofgambling,definesdifferenttypesofexistinggambling(amongthemcasino
gambling,riverboatgambling,lotteries,In dianga ming,etc.),andanalyzes theeconomic
andsocialimpactsofgambling.Dunstanarrivesattheconclusionthatitisdifficultto
forecastthefutureofCaliforniagambling.Inhisconclusion,heoffersresearchoptions
bywhichhe willtrytogathermore material beforeafinaljudgmentcanbepassed.He
offersregulatoryoptions,includingthosethat woulddealwithsocialcostssuchas
preventionofpathologicalgambling.
"TheEffectsofCasinoGamingonConsumerSpending"p utoutbytheWEFA
Groupin 1994,analyze sconsumerspendingintownswhereacasinoispresent. The
objectofthispaperisto test theexistenceofthesubstitutioneffectinareaswithacasino.
Thisreporttriestoprovethatthesubstitutioneffectisnotafactorinconsideri ngthe
revenuesthatacasinowillearn.Itstatesthatthesubstitutioneffecthasbeenassumed
erroneouslybecauseconsumerbudgetsarenotlimitedorfixedovertime.This thesis
statesthatjustsimplybecausepeoplespendmoneyatcasinosdoesnott ranslatetolower
spendingatotherbusinesses.Thepaperalsostatesthatthemoneyspentinacasinoisnot
sterile,andremainsanactivepartoftheeconomy. Additionally,inareportpreparedby
Christiansen/CummingsAssociatesforthe1994GrossA nnualWager,itwaspointedout
that"Theseconsumerexpendituresoncommercialgamespaythewagesandsalariesof
thehundredsofthousandsofemployees,provideareturnontheequitycomponentofthe
tensofbillionsofdollarsinvestedincasinosand racetracksandcompaniesthatvend
computerizedwageringsystems,servicethedebtcomponentoftheseinvestments,
supportthestockpricesofthehundredorsopubliclyownedcompaniesinvolvedwith
gambling,and,insum,arethemotivatingforceofanec onomicenginethatismost
visibleinNevadabutthatlessvisiblydrivesanannuallygrowingportionofthe
Americanleisureeconomy."
MyresearchisdifferentfromtheseexistingliteraturesinthatIwillattemptto
provideaquantitativemodelforcalc ulatingthemaximumrevenuesnearbystatescan
reapfromcasinogambling.Itisalsouniquefromsomeofthepaperslistedaboveinthat
itfocuseson specificstatesin theNewEnglandregion,somethingthathasnotbeen
exploredtothedepththatIhope myresearchwill.Aqualitativemodelafterwardwilltry
tobestfittheapproximationforrevenuestreamfor someofthe statesintheregion.It
willincludea nalysisof studyontheinterstateleachingeffectaswellasthemultiplier
effect.Market saturationandneighboringstatecompetitionwillalsobediscussed,which
Ihopewillobjectivelydiscusstheavailablefundsthatareavailableforthestate.
Furthermore,thesemodelswillbeoptimizedutilizingdifferentformsofgamblingthatis
availabletodeterminewhichwillbemosteffectiveinmaximizingrevenues.
IV. Methodology andResults
Thispaperisinterestedinexploringquantitativelythemaximumrevenuethat
NewEnglandstates,especiallyMassachusettsandRhodeIsland,couldexpect ifcasinos
areintroducedineachstate.Thefirstsubsectionwillexaminewhattypeofcasinoswill
bet hemostbeneficial.Thesecondsubsectionisgoingtoanalyzethecurrent
contributionstorevenuethattheformsofgamingareprovidingtobothMa ssachusetts
andRhodeIsland. ThenthecontributionstothestateofConnecticutwillbeexamined,
whichwillbeusedtoanalyzefurthertheRhodeIslandandMassachusettsdata. This
subsectionwill alsodiscussthe externalfactorsandissues that mayi mpactthestates
fiscally.
1. TypeofCasino
TherearethreetypesofcasinosthatareprevalentintheUnitedStates:Private
firm,Indian -run,andriverboatgambling.Itisimportanttoexaminewhattypeofcasinos
astatewantstoinstitutebecausediff erenttypesofcasinoscanmeandifferentamountof
revenues.CasinosonIndianreservationsqualifyasasovereignentityanddonotpayany
taxes.TheonlywayastatecanrecuperateanymoneyfromanIndiancasinoisto
negotiateacompact,inwhicht hecasinoagreestopaythestateacertainpercentageor
amount.ThisnegotiationismandatoryforanIndiantribetoestablishacasinowithinits
reservationundertherulespassedbytheIndianGamingRegulatoryAct.(IGRA) Forthe
NewEnglandregion ,itissafetosaythatthelikeliestpercentageofcasinorevenuethat
canber ealizedbythestateis25%, the same percentagethatConnecticutreceives from
thetribesthatoperateFoxwoodsandMoheganSun.However, Privatelyruncasinos
mustcomplyw iththestate’staxcodesoncommercialgamb ling.Thetableonthe
precedingpageshowsthecurrentrateoftaxationoncommercialgamblingfor11
differentstates. Asthe tableshows, different statescollecttaxesatdifferentrates,with
therangebei ng betweenabout7to30percent.Itisimportanttonotethatthestatesthat
havehighergamingrevenues generally havetaxratesthatarelower,insomecasesmuch
lower.Furthermore,inadditiontothedirecttaxeson ,orcontributionsfrom ,gambling
activities,casinoswillbringinfurthertaxrevenuesthroughtaxesonhotelroomrentals,
meals,andshoppingsales.Thisamountcanbecollectedatboththelocalandstatelevel .
Furthermore,iftheprivate -firmtypeofcasinosisintroduced,thest ateswouldneedto
spendmoneyonregulatingthesecasinos. Comparedtothepotentialfortaxrevenues
usingtheprivatefirmformat ,the earningsofIndiancasinos,thetribesoperatingthe
endeavorsontriballand,andtheearningsofindividualtribal memberscannotbetaxed.
Therefore,anystatethatisconsideringplacingnewcasinoswithi nitsbordersshould
considerthevarious optionsformaximumpotentialrevenues.
Inadditiontochoosingtherightpeopletorunthecasinos,policymakerswilla lso
needtoconsiderwhetherthecasinothatwouldbeintroducedisalargedestination
casino,orsmallerconveniencecasinos. Nationalcasinodestinations,suchasLasVegas
andAtlanticCity,offermorepossibilitiesofoutsidetouristsvisitingthear ea,whichwill
resultinpositivegains. Also,largecasinosmightbenefittheregionbyrecapturingthe
amountofmoneythatlocalresidentswouldotherwisespendoutsidetheregion.
Convenienceorlocalizedcasinogamblingaimstocapturealimitedgeo graphicmarket
andmaynotresultinanysignificantearnings. AccordingtotheNationalGambling
ImpactsStudyCommission’sFinalReport,“Noeconomicbenefittoeitherplaceora
personwasadvancedbyproponentsofconveniencegambling.Therearenon ational
statisticsthatindicatethespecificimpactsofneighborhoodgambling.” 12Ifacasinois
notadestinationdraw,thentheNGISCstudyshowsthattheconveniencecasinossimply
re-circulatelocaldollars.
2. CurrentContributions
i. RhodeIsland
RhodeIslandisoneofthestatesthat arecurrentlyconsideringplacingacasino
withinitsborders.Inoutliningthepossiblebenefitsandcoststhatcasinogamingcould
addtoRhodeIslandrevenues,itisimportanttofirstexaminethecurrentcontributions
thatthestateisreceivingfromitsgamingoperations. CurrentlyRhodeIslandreceives
moneyfromitstraditionalLotterysystem,Keno,andVideoLotteryTerminals(VLTs)
thatareoperationalinitstworacinos,locatedinLincolnDownsandNewportJai Alai.
TheintroductionofVLTsintoRhodeIslandinJuly1997hashadasubstantialeffectfor
RhodeIsland,becausethevastmajorityofgamingrevenuethatRhodeIslandreceives
comesdirectlyfromtheVLTcontributions.Thegraphonthefollowingpage showsthe
progressionfromJuly1997untilthepresentoftotalRhodeIslandgamingrevenue,as
wellasitscomponentgames,VLTs,Keno,andTraditionalLottery.
Thedatathatwasusedtoformulatethisgraphaswellasthefollowingtrend
analysisth atwillbediscu ssedinalatersectionconsist ofmonthlyrevenuesreceivedby
12
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thestateforallthecomponentgamesthatcontributetogamingrevenuesforthestate for
theperiodbetweenJuly,1997andDecember,2002 .ThisincludesVideo,Keno,and9
formsofTraditionalLottery(Instanttickets,PowerBall,WildMoney,RollDown,
Numbers,InstantMatch,MoneyRoll,EasyWin,andDailyMillions)
Itisevidentfromthisgraph,thatKenoandLotteryhavenot hadmuchg rowthfor
thepast5plusyears,howev er,t hegrowthofgamingrevenuescanbe attributedmostl yto
theriseintheVideorevenues.ThereisclearlyacorrelationbetweentheVideoandTotal
Revenues.
Ananalysisthatincorporatesatrendcomponent willdeterminewhethertheactual
forecastedeffectofeachcomponentonthetotalrevenue.Thegeneralmathematical
representationofthemodelfordecompositionapproachis:
Yt = f (St,T t,E t)
where Yt isthetimeseriesvalue(actualdata)atperiodt,
St istheseasonalcomponent(orindex)a tperiodt,
Tt isthetrend -cyclecomponentatperiodt,and
Et istheirregular(orremainder)componentatperiodt.
ThedataforRhodeIslandincorporates allthreeofthesecomponents;the
decompositionplotforthisdatacanbeseenintheAppendi xA.Seasonalsub -series
showtheseasonalcomponentplotted.Foreachmonth,thevaluesoftheseasonal
componentarecollectedtogethe rtoformasub -series.Forthemultiplicative
decomposition,theseasonallyadjusteddataarecomputedbydividingb ythe seasonal
component,leavingonlytrend -cycleandirregularcomponents.
Yt / St = T t * E t
ThefollowingtableshowstheseasonalityoftheRhodeIslanddata.Itisnotable
thatthedataissurprisinglyseasonal:
SeasonalIndices –RhodeIsland data,July1997 –December,2002
July 105.677 November 96.069 March 106.583
August 103.266 December 92.947 April 103.504
September 98.213 January 94.750 May 104.730
October 100.388 February 95.035 June 98.837
Theseasonalcomponentsr evealthatthewarmweathermonthshavehigher
indices –translatedashigherrevenues.Inestablishingacasinoorpromotingthecurrent
racinos,thattimeperiodisoptimalbecauseitisthetimeperiodwherethemajorityof
vacationtimeisspent. If anintroductionofcasino(s)willbearsimilarseasonality,thena
destinationcasinowillbeanoptionthatisworthconsidering.
Thetrendcomponentofthedataisasfollows:
Equations,Trendbysegment –RhodeIslanddata,July1997 –December,2002
Total: 922,372t+45,136,455 (t=timeinmonths)
Video: 821,517t+31,505,650 (t=timeinmonths)
Lottery: 55,362t+9,755,577 (t=timeinmonths)
Keno: 48,147t+3,846,858 (t=timeinmonths)
Analyzingtheseequations,again ,showsthatthetotalrevenueisdrivenbythe
Videocomponent.Duringtheperiodofanalysis,Totalgamingrevenuesshowedan
averageincreaseofabout925,000dollarspermonth,and90%ofthisincreasewas
attributedtotheVideocomponent. Thetrend equationsfortheLotteryandKeno
numbersfurthersupporttheviewfromChart1,thatLotteryandKenohaveshown
relativelylimitedgrowth,anddonotrepresentamajorityofthegrowthintheRhode
Islandgamingrevenue.
ItisevidentthatRhodeIslan dcurrentlyisveryreliantontheVLTsasasourceof
revenue.Therefore,itisimperativethattheeffectoftheintroductionofcasinosonVLT
playbeconsidered.This‘cannibalization’ofexistinggamingopportunitiesisamajor
factoronwhethercas inosofferaviableoptionforgreaterrevenues. Cannibalizationis
thedeteriorationofoneproduct’ssalesasaresultoftheintroductionofanotherproduct
or,conversely,theincreaseinsalesofoneproduct(game)attheexpenseofanother. 13
Currently,thestategovernmentcollects51%to57%ofEGDrevenuesatLincoln
DownsandNewportJaiAlai,with1%giventothelocaltownorcitythathoststhe
varioussites.FromTable1,itwasevidentthatnostatescurrentlybenefitatthosehigh
ratesan dthatcasinoswillnotbeabletocompensatethestatesatthatlevel. Ifacasino,
orcasinos,isintroducedintoRhodeIsland,thegovernmentmustconsidermanydifferent
things.
1. Whatrateofcollectionisnecessaryformaximumrealizationofrevenues?
• Howmuchrevenueshouldbeexpectedofacasinothatisintroduced?
• Willthisrateallowthecasinooperatorafairrateofreturn?
• Whattypeofcasinoshouldbeintroduced?
2. Whateffectwillthecasinohaveontheexistingrevenuestreamofthe
VLTs?
13
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• WhatlevelofdeclinewillbeshownfortheVLTs?
• Willtherateofcollectionhavetobeloweredinthefutureforthe
VLTs?
3. WillthesemeasureskeepRhodeIslandgamingcompetitivewith
neighboringstates?
ii. Massachusetts
AnotherstateintheNewEnglandregi onthatisconsideringtheintroductionof
casinosisMassachusetts.Massachusettshasthehighestabsolutedeficitprojectedata
figurewellover2billiondollars.Also,itisimportanttonotethatMassachusetts
residentsspendover1.3billiondolla rsatout -of-stategamblingfacilitieseachyear. 14
(Thisconsiderstheestimated$620millionspentatConnecticut’stwocasinos –
FoxwoodsandMoheganSunandanadditional$726millionspentatothergambling
facilities/venues.)Ithasbeenarguedbypr o-casinofactionsthatifthisamountcouldbe
spentin -state,thenthestateshouldbeabletore -coupgamingrevenuesinthehundredsof
millionsofdollars.
Currently,Massachusettscollectssignificantamountsofrevenuesfromdifferent
formsofTradit ionalLottery. Onapercapitabasis,Massachusettsisthenationalleader
amongstates,exceededonlybytheDistrictofColumbia. 15 Thebelowtableshowssome
dataaboutthestate’sLotteryprogram.
14 http://www.eagletribune.com/news/stories/19990305/FP_007.htm
BethQuimby,EagleTribune,March5,1999,“BayStategamblersdumpmillionsinN.H.,Connecticut”
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Table2. MassachusettsLotteryprograminformation
YearLottery
Founded:
March1972
SalesFY1997:
SalesFY1998:
SalesFY1999:
SalesFY2000:
SalesFY2001:
SalesFY2002:
$3,214million
$3,225million
$3,365million
$3,715million
$3,969million
$4,211million
GamesOffered: Instantgames,3 -digitgame,4 -digitgame, TheBigGame, Keno,
Cashlot to(MassCash/matrix:5/35),P ulltabs,Megabucks
(matrix:6/42)&MassMillions
Beneficiaries: Approximately25%to30%goestocities&towns,compulsive
gambling,artscouncilandthestatesgeneralfu nd.
Jurisdiction: StateofMassachusettsUSA
Source:http://www.lotteryinsider.com.au/lottery/massach.htm
Clearly,thesalesamountfortheLotteryp rogramissignificant.Furthermore,
significantper centageoftheLotterysalesis returnedtotheMa ssachusettsgeneralFund.
RevenuegeneratedfromLotterysalesisusedforthreepurposes. 16
1.Aminimumof45%ofrevenuesstaysintheStateLotteryFundtobepaidoutin
prizes.Currently,theLottery'sprizepercentageisover69%.
2.Aportionofr evenuesistransferredtotheCommonwealth'sGeneralFundforthe
expensesincurredinadministeringandoperatingtheLottery.Theadministrativeand
operatingexpensesoftheLotteryareappropriatedbythelegislatureaspartoftheannual
statebudget. Operatingexpensescannotexceed15%.Currently,operatingexpensesare
under8%.Theseoperatingexpensesinclude5.8%incommissionsandbonusespaidto
thesalesagentswhoselltheticketsandunder2%inadministrativeexpensesdueto
Lotteryoperati on.
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3. Afterprizesandexpenses,theremainingLotteryrevenues(approximately23%)is
transferredtothestate’sGeneralFuns,whichcanbeusedtofinancetheLocalAidFund
andreturnedtothecitiesandtownsoftheCommonwealthintheformoflocal aid.
InFY2002,Massachusettsreceivedabout$850milliondollarsfromthestate’s
Lotteryprogram.Thedatausedforanalysisonthecurrentcontributionsof
MassachusettsgamingrevenueistheLotterysalesdatafromJanuary,1998toFebruary,
2003.T hisincludesallthecomponentgamesoftheLotteryprogram,Instanttickets,
MassMillions,Megabucks,MassCash,TheBigGame,Keno,andDailyNumbers.The
chartonthefollowingpagegraphicallypresentsthedata.JustastheRhodeIslanddata,
theTo talgamingrevenueisaffectedprimarilyjustbyonecomponent.In
Massachusetts’scase,Instantticketsclearly constitutethevastmajorityofLottery
revenue.TheothercomponentsoftheLotteryprogramremainrelativelysteadyanddo
notshowanysig nificantfluctuations. Thesignificance,intermsofintroductionof
casinos,ofthedominanceofinstantticketsofthetotallotterysaleswillbediscussedina
followingsection.
Onceagain,thedatawillbeanalyzedusingaseasonaldecompositionand atrend
analysis. ThiswillallowexistingMassachusettsrevenuestobeanalyzedatthesame
mannerasRhodeIsland. Thefollowingtableshowstheseasonalindicesforthe
MassachusettsLotteryprogram.
SeasonalIndices –MassachusettsLotteryData ,January,1998 –February,2003
January 108.353 May 94.409 September 90.897
February 94.882 June 97.250 October 96.227
March 105.926 July 91.440 November 101.326
April 106.921 August 90.742 December 121.627
Fromtheseasonalanalysi s,itbecomesclearthatthelotterydataisseasonal .The
higherrevenuemonthsareclearly thecoldweathermonths.AsinthecasewithRhode
Island,thisseasonalitypatternisfavorable.Ifacasino’sseasonalindex isgearedfor
higherrevenuesin thewarmweathermonths,Massachusettsmightbeabletotake
advantageofthelotteryprograminthecoldermonthsandcasinorevenuesinthewarmer
months,therebygivingthestateachancetomaximizerevenuesfortheentireyear.
Thetrendcomponentof fersfurtheranalysis.Thetrendequationsareasfollows:
Equations,TrendbySegment –MassachusettsData,January,1998 –February,2003
Total: 1,514,072.6t+ 266,000,000.00 (t=timeinmonths)
Instant: 1,402,655t+170,000,000.00 (t=timei nmonths)
AllOtherGames: 194,085.3t+ 94,860,591.00 (t=timeinmonths)
Duringtheperiodthatwasanalyzed,Massachusettsgovernmenthasseenlottery
revenuesincreasebyanaveragemarginofover1.5milliondollarspermonth.Andas
wasexpec tedfromthechart,instantticketgamesrevenueincreaseconstitutes about93%
ofthetotalrevenueincrease.ThatisclearlyadominatingfactorindrivingtheLottery
revenue.Allothergamesremain steady; however,thesignificanceoftheircontribut ion
totheoverallLotteryrevenuehasdecreasedovertime.
Onceagain,thecannibalizationofexistinggamingrevenuesisaconcernwhen
consideringtheintroductionofanewavenueofgamingopportunity. Ifcannibalization
existsbetweenlotterygames andcasinogambling,thentheintroductionofcasinoswill
negativelyaffectexistinglotterysales.RichardMcGowan’sstudyoftherelationship
betweenlotterysalesandcasinorevenuesin5states,whichintroducednewformsof
localizedcasinogambling ,studiestheeffectofcannibalization.Heconcludesthat“every
statethatusedinstantgamesasthebuildingblockofitslotteryexperienceddecreasesin
instantsalesasaresultofthestartofcasinogambling.Inthetwostateswithunlimited
casinogaming,theinstantlotterysufferedapermanentdecreaseinsales.” 17
Massachusetts’slotteryprogramisclearlyonethatisinstantgamedependent.Itstands
toreasonthatwiththeintroductionofcasinos,Massachusettswillseeadecreasein
lotteryrevenues.
AsTable2andthefollowingexplanationshowed,Massachusettscurrently
collectsabout23%oftheLotteryrevenuesforthestate’scoffers. Sincesomestates
collectmorethan23%ofcasinotaxrevenues,(includingcompactswithNativeAmeric an
tribes)itisconceivablethatdependingonthesizeoftheexpectedcasinorevenue,that
MassachusettscanrecuperatealllostLotteryrevenueandreceivemoretaxrevenuesasa
result. However,havingbroughtinover$4billiondollarsinLotteryrev enueintheyear
2002(withinstantgamescomprisingabout$3billiondollarsinsales)itisunlikelythat
Massachusettsgovernmentwillbeabletoreclaimalllostrevenues. Simplyput,itwould
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belikeexchanging$850milliondollarsforthemysterybo x. JustasRhodeIsland,
Massachusettspolicymakersshouldanswerasimilarlineofquestioningbeforethey
deemcasinosasaviableoptionforitsstate.
1. Whatrateofcollectionisnecessaryformaximumrealizationofrevenues?
• Howmuchrevenueshou ldbeexpectedofacasinothatisintroduced?
• Willthisrateallowthecasinooperatorafairrateofreturn?
• Whattypeofcasinoshouldbeintroduced?
2. Whateffectwillthecasinohaveontheexistingrevenuestreamofthe
Lotteryprogram,especiallyi nstantgames ?
• Whatlevelofdeclinewillbeshownfor instantgames ?
• Willcasinosbeabletocompensateforthelossininstantgames,andif
so,byhowmuch?
3. Willthesemeasureskeep Massachusettsgamingcompetitivewith
neighboringstates?
iii. Connecticut
Connecticut’sforayintothegamblingindustryhasbeenphenomenal.
Since1972,thefirstyearofthestate’sLotteryprogram,Connecticutgovernmenthas
allowedtheintroductionofpari -mutuelfacilities(1976 –1977),bothGreyhoundracing
in2 locationsandJaiAlaiin3locations,off -trackbetting,andfinallyIndian -runcasinos.
Foxwoodsopeneditsdoorsin1993andMoheganSunfollowedin1997.Startingin
1972,whentheLotteryprogramcontributed$8.15milliondollarstotheConnecticut
GeneralFund,thecontributionfromgaminghasexploded.IntheFiscalYear2002,
Connecticutcollectednearly$650milliondollars,withthetwocasinoscontributing
about$370milliondollarstothattotal. Thechartontheprecedingpageshowsthe
contributionsofallthecomponentgamesforthestateofConnecticut.Itisimportantto
notethattheLotteryprogramhasdominatedtherevenuestreamforthestatecoffersuntil
theinceptionofthecasinosin1993. Appendix1includes someofthedata thatwere
usedfortheanalysis.AlldataarefromtheDepartmentofSpecialRevenuesin
Connecticut.
Pari-MutuelFacilities
InConnecticut,thereareGreyhoundracetracksinPlainfieldandBridgeport.
TherearealsothreeJaiAlailocationsinHartf ord,MilfordandBridgeport.Thedatathat
Iusedtoanalyzethepari -mutuelfacilitiesareannualdatafrom1976,theyearofthe
introductionofthesefacilitiesinthestate.(MilfordJaiAlaiopenedin1977.) Until1987,
Pari-mutuelrevenuesteadily increased.Sincethen,therehasbeenadeclineinthe
amountthatthestatehasbeenabletocollect.Thechartsonthenexttwopagesshowthe
salesandthecontributionstothestatefromthesevenues,andthepercentageof
collection(thecontributio nsoverthetotalsalesatthesevenues)from1976to2002.
Whilethedecreaseinoverallsalescannotbesignificantlyconnectedwiththeopeningof
Foxwoodsin1993,thedecreaseinpercentageofcollectionisveryapparent.From1993,
whenFoxwoodsop ened,thestatehascollectedbetween1 –2percentoftotalsales.
Whenonecomparesthisfiguretothepre -casinoera,whenthestatehadbeenableto
collectover6percent,itbecomesclearthatthecompetitionthatthepari -mutuelvenues
facedfromt hecasinoshasdrivendownitssalesandthestate’srevenues.Infact,the
stateofConnecticuthashadtosubsidizesomeofthesevenuestokeepthemfrom
closing.
Lottery
Connecticut’sLotteryProgrambeganin1972.Thedatathatwereusedtoanal yze
thestate’sLotteryprogramisannualdatafrom1972.Therearebothsalesdataandthe
amountcontributedtothestateforallthecomponentgamesoftheprogram:Weekly
numbers,Instanttickets,DailyNumbers,Lotto,CashLottoandPowerball. Theg raphon
thefollowingpageshowsthetotallotterysalesbycomponentgamesfrom1972to2002.
Itisimportanttonotethatuntil1993,totallotterysaleshavebeendrivenbya
combinationofLotto,dailynumbers,andinstantticketsales.Since1993th erehasbeen
adirectcorrelationbetweenthetotallotterysalesandthesaleofinstantlotterytickets,
signifyingthattheincreaseinlotterysalesrevenueislargelyduetoinstantticketsales
growth. Thefollowi ngtrendequationsquantifyth isco rrelation.
TrendEquations,ConnecticutLottery,Sales1972 –2002
TotalSales= 32,233,330t –104,000,000 (t=timeinyears)
InstantTicketSales= (23,783,305.89)^(.1135t) (t=timeinyears)
It’simportanttonotethatoverthewholeper iodfrom1972 –2002,InstantTicketSales
haveaccountedfor60%oftotalsales.From1993on,thegraphsshowagreaterportion
oftotalsalesbeingcomprisedofinstantticketsales.Thisindicatesthat,like
Massachusetts,Connecticut’sLotteryProgr amismainlydrivenbyinstantticketsales.
ThepublishedstudybyRichardMcGowanstatedthattheintroductionofacasi no
leadstoadeclineininstantticketsales.Thisphenomenonthendrivestheoveralllottery
salesdown.InConnecticut’scase, thishasnothappened.Theexponentialtrend
equation18showsthatthelatteryears,(especially1993on)haveshownanexplosionin
theamountofsales.AsopposedtothestatesexploredinMcGowan’sstudy,Connecticut
introducedanewapproachforinst antticketsales.Inthisapproach,Connecticutreleased
higherpricedgames(upto$10pergame)andreturnedagreaterpercentageaswinnings.
Thisapproachmightexplainthegrowthofinstantticketsales,evenwiththecompetition
comingfromthecas inos.
However,itisimportanttonotethatthecompetitionhashadaneffectonthe
state’scoffers.WhilethetotalamountofLotterysoldhasincreased byalargemargin
($552millionin1993to$907millionin2002),theamountthatthestatehasbee nableto
getfromthesegameshavenotshownsignificantgrowth.($221millionin1993to$271
millionin2002)Infact,thetrendforpercentageoflotterycollectionhashadasteady
decline.
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Exponentialmodelisoneofthepossiblemodelsforexplainingnon -lineartrendforthedata.Thegeneral
equationforthemodelisYi=exp(a+bXi+ei).
Anothermodelthatcanbeusedisapiecewiselinearmodel,whichdividesthedataintotwosections,
dependingonwhetherthedatumisaboveorbelowthecondition.
Yi={ a1+b1Xi+eiwhenXi < certaincondition
a2+b2Xi+eiwhenXi>certainc ondition
Trend,PercentageCollected –ConnecticutLottery,1972 –2002
Total= 0.481 –4.877E -03t (t=timeinyears)
(1/2%declineeachyear)
Casinos
NomatterhowmuchtheLotteryhasinfluencedConnecticut’srevenues,sincethe
inceptionofbothFoxwoodsandMoheganSun,itisveryapparentthat thecontrib utions
fromthecasinoisthemainfactorinmeasuringtheamountoftransferstotheGeneral
Fund.Examiningtheannualdatafrom1993quantifiesthisstatement.
TrendEquations,AnnualContributionstotheState,1993 –2002
Total= 39,301,370t+26 5,000,000 (t=timeinyears)
Lottery= 4,556,523t+226,000,000 (t=timeinyears)
Casino= 36,183,521t+20,439,971 (t=timeinyears)
Thesetrendequationsshowthatcasinocollectionmakesupover92%ofthetotal
contributiongrowthtothe stateannuallyfrom1993.Comparedtothis,theamountthat
theLotteryprovideshasmeantverylittleintermsofgrowth.
ThefollowingchartsshowConnecticut’scasinos’MonthlyContributionstothe
State.Itbecomesevidentthatthereisasteadygr owthinthesenumbers.The
multiplicativeseasonaldecompositionshowsthatthedataisseasonalforwarmerweather
months.Theindicesareasfollows.
SeasonalIndices(Sales) –Foxwoods&MoheganSun –Monthly,1993 /1997 -2002
Foxwoods MoheganSun
January 88.505 January 88.715
February 92.191 February 95.895
March 100.108 March 101.737
April 100.526 April 100.090
May 102.174 May 103.353
June 98.788 June 99.904
July 117.391 July 111.056
August 114.829 August 110.577
September 103.126 September 98.682
October 102.119 October 102.559
November 95.327 November 94.805
December 84.915 December 92.626
Thisshowsthatthecasinoswillseemore moneygothroughthecasinosinthewarmer
months,whic hisinlinewiththeideathatthewarmermonthswillseemorevisitor
traffic.Thenextboxshowsthetrendequationsforthedeseasonalizeddata.The
emphasisisonthegrowthofthecontributionstothestate,whichisgrowingata
combined$200,000 permonth.
TrendTotalHandle –ConnecticutCasinos
Foxwoods: 4,172,427t+399,000,000 (t=timeinmonths)
MoheganSun: 6,280,385t+297,000,000 (t=timeinmonths)
TrendTotalCollected –ConnecticutCasinos
Foxwoods: 77,017t+8,533,312 (t=timeinmonths)
MoheganSun: 132,435t+5,628,013 (t=timeinmonths)
Theanalysisoftheannualdatashowsthatcasinosareindeedcannibalizingtheother
componentsofthestategamingvenues.Pari -mutuelfacilitieshaveseen steady
decreases,withthevenueshavingtobesubsidizedtobekeptopen.Lottery,eventhough
ithasseensomegrowthintermsofoverallsales,hasseenthecontributiontothestate
shrinktomerely10%oftotalgrowth.AsitbecomesclearerthatCo nnecticutis
dependentoncasinos,are -examinationofbothRhodeIslandandMassachusettsisin
ordertodecidewhetheracasinowouldmeantheoptimizationofrevenuesforeachstate.
RhodeIslandConclusion
Asstatedbefore,RhodeIslandreliesheavil yontherevenuesfromtheVLTsfromitstwo
racinos.Collectingat51 –57%oftheEGDrevenues,90%ofthestate’sgaming
revenuescomefromthissource.TheintroductionofcasinoshasreducedConnecticut’s
pari-mutuelfacilities’revenuesconsiderabl y.Comparethe51 –57%collectionrateto
Connecticut’s1 –2%collection,onecaneasilyseethattheracinoswillseealarge
declineinrevenueswiththeintroductionofcasinosinRhodeIsland. Theintroductionof
casinoswithinRhodeIslandwould probablydependonwhetherthelegislaturevaluesthe
currentcollectionofrevenueoverthepossibleCasinorevenuecollection.
MassachusettsConclusion
Massachusettsreliesonitslotteryprogram,mostlydrivenbyinstantticketsales,for
gamingreven ues.Massachusettshasasimilarpolicyintermsofinstantticketsales
(largerpercentageofwinnings&moreexpensiveticketsalesforticketsalegrowth)as
Connecticutdoes.IfMassachusettscouldbecomparedtoConnecticut,avalidargument
couldb emadethattheLotteryPrograminMassachusettswill seeadeclineinthe
importanceforgamingrevenues.Thecasinos’contributiontoConnecticutgrowsata
muchlargerratethanitsLotteryProgram.ThelegislatureinMassachusetts,then,also
hasto decidebetweenexistingrevenuesfromtheLottery,whichinFY2002amountedto
overabilliondollars,overthepotentialbenefitsacasinomayprovide.Intheend,itis
myconclusionthatMassachusettswillnotgainmuchbyintroducingcasinosinstate.
V. Conclusion
Sincetheearly1990s,themovementauthorizingvariousformsofcasino
gamblinghaspickedupagreatdealofmomentum.Thismovementwasspurned
possiblybytheneedforgreaterrevenues.ThesuccessofConnecticutinrealizing
positivereturnsfromitsIndiancasinos,FoxwoodsandMoheganSunhasmadeother
statesintheNewEnglandregion,RhodeIslandandMassachusettsamongthem,
consideringfollowingsuit.
Thedeterminationastothe‘success’ofcasinogamingintroductionshould be
discussedinthreedifferentmanners.Thefirstwayisthedirectimpactofcasino
developmentforpublicsectorrevenues.Thisimpactquantitativelydetermineswhether
casinoswillhaveimmediatepositiveornegativeimpactonthestate’srevenueco llection.
Thesecondmethodistostudytheimpactofcasinosonjobsandincome. State
government could indirectlybringinextrarevenuestothestatethroughtaxationof
incomeofcasinoworkers.Ifnewjobsarecreatedthroughcasinos,thestatemig htstand
togainmorethanjustthedirecttaxongaming.Andfinally,thesocialcostsassociated
withcasinoscannotbeignored,becausetheymayplayakeyroleindeterminingwhether
casinosofferaviableoptionfornewrevenues.
Proponentsforcas inogamblingstatethatcasinoscanofferimmediatepositive
revenuesforthestate.Theyarguethatcasinosofferaservicemuchindemandby
consumers(evidentbytheamountofgamblingthatisdoneintheUS -$40billionin
revenuesin1995)andthat therearenopre -existingsuppliersoftheservice.Also,since
casinosfollowthelocationaleffect,theyaresaidtocreatedemandforlaborandland.
Opponents,ontheotherhand,arguethatthecasinosdonotproduceany
substantialrevenuesforas ustainedperiodoftime,andthatancillarycostsassociated
withcasinogambling,inthelong -run,mayproduceanegativeeffectonstatebudgets. A
studybytheFlorida’sOfficeofPlanningandBudgetingin1994providesestimatesthat
annualprojection ofstaterevenuesrelatedtocasinoswouldcoveronly8 –13percentof
annualminimumprojectedcosts. 19 Whilethisfigurefactorsinhugesumsofsocialcosts,
itillustratesapointthatsomegovernmentshavedecidedthatcasinoswillnotbecomea
viablesourceforrevenue.
Thequantitativestudyperformedintheprevioussectionshowsthatcasinoswill
notbeano -strings-attachedpotofgoldforstatetreasuries.RhodeIslandwillsurelysee
acannibalizationonitsVLTsandMassachusettswillsee adrop -offinitsinstantgames
componentofitslotterysales. Theclaimofthispaperremainsthatcasinogambling
isnotthecure -allforstatebudgetdeficits. Casinoshaveremainedasmallpartofthe
state’sfiscalrevenues(exceptingNevada)andt hestudyonthecannibalizationof
existinggamingopportunitiesshowthat casinosmightnotprovidethefiscalsolutionto
thehugebudgetdeficits. Evenifastatecanpredictbudgetarygainsforaproposed
casino,therearemorefactorsthatcomeinto play.Thesefactorsdealwithintra -state
concerns.Currently,Connecticut’snicheastheonlystateintheNewEnglandregion
withlargecasinosallowsforthestatetoearnasignificantamountofrevenue.However,
iflargecasinosareestablishedels ewhereintheregion,thenpolicymakersmustalso
considertheleac hingeffect.IfMassachusettsbuildsaclosercasino,thenFoxwoodsand
MoheganSunwillsurelyseeadecreaseinitsrevenues.Thereisalevelatwhichthe
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marketforcasinogamingreac hesamaximum,calledthesaturationpoint.Afterthis
pointisreached,anymoreentriesintothemarketwillresultinloweredrevenuesforthe
participants. Thiswillhinderthestatetreasuryfromcollectingtheoptimumamountof
moneyfromcasinoga mbling.
Buildingcasinosarealsosaidtocreatejobsandboostincomeofpeoplewholive
intheregionwherethecasinosarebuilt. Casinoshavemanypeopleworkingforthem
andtheirincomesbecometaxableandeventuallystaterevenues.Ifthisisthe case,then
theintroductionofcasinoswillhavepositiveeffectsagain.Themultipliereffectsays
thatthetotaleconomicimpactofacasinomustincludetheindirectandinducedspending
thatresultsfromtheintroductionofnewmoney.Eachnewlyspen tdollaris‘multiplied’
asittravelsthroughtheeconomyandcanbringmoretaxesforthestate.Studies
(mentionedintheliteraturesection)haveshownthatthemultipliereffectisespecially
apparentinareasthathostlarger,moreelaboratecasinos .Thisideafollowstheargument
thatalargercasinowithstores,restaurants,andhotelswillinducemorespending.
Thesubstitutioneffect statestheopposite.Evenifcasinosarecreating
opportunitiesforspending,theycannegativelyaffectthec ommunitybecausethemoney
thatisspentoncasinos ismerelyatransferofmoneythatmightbespentelsewhereinthe
community.“Gamblinginvolvessimplysteriletransfersofmoneyorgoodsbetween
individuals,creatingnonewmoneyorgoods.” 20 Ifthe increaseinjobsincasinosis
matchedbylossofjobsinthecommunity,thenthesubstitutioneffectsaysthecasinohas
zerogainandtherewillbenomultipliereffect.Thebenefitforaregionisifthereis
transferofmoneyfromoutsidetheregion. Grinol’sstudytestifiestothisnotion.Fewof
thejobsatcasinosarefilledbyindividualswhoareunemployedatthetimeofopening;
20
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andsomejobsarefilledbyindividualsfromoutsidethelocalarea. Economic
developmentdoesnotappeartobethe primaryeconomicconsiderationrelatingtothe
introductionofacasino.
Finallythisthesis toucheduponsometop icofsocialrelevance.Onthepositive
side,economistsarguethatthelegalizationandintroductionofcasinosresultsinpositive
consumersurplus. Consumersurplusisthedifferenceinthetotalvaluethatanindividual
placesonacommodityandtheprices/hepaysthemarkettoacquireit. Theconceptof
consumersurplusisespeciallyrelevantinvaluingpublicprojects,butcanworkin the
caseofcasinos.Thebenefittopeoplewhowanttogamble isamatterofsocialfreedom,
orconsumersovereignty.Themoreprevalentfocusonthesocialsidehasbeento
examinethetangiblesocialcosts. Problemandpathologicalgamblingmaybean
invisibleorsilentdiseasebutitisnotacostlessdisease.Socialcostsincludesuchitems
asfraud,theft,badloans,badchecks,lostworktime,unemploymentandwelfare
benefits,medicalcostsandcriminaljusticesystemcosts.Moreunquantifiable costs
mightbeincreasedratesofsuicide,caraccidentsorfamilyproblems.
Withallthesefactorsinplace,thereasonthatpolicymakerswouldwantto
introducecasinosisaclassiccaseofPrisoner’sDilemma.Ifnostatehadgambling,there
wouldbe nonegativeeffectsofgamblinganywhere.However,ifoneregioncaninstitute
gambling,thenitcangainatotherstate’sexpense.Thiscreatesachanceforcertain
regionstomakelargesumsofmoney,whichinducestheintroductionofotherstates.
Furthermore,themajorityofthecostsassociatedwithcasinosdonotappearintheshort -
term,makingcasinoseemlikefreemoney.However,itisbesttorememberthatin
economicsandpolitics,‘thereisnosuchthingasafreelunch.’Whileitwouldbe wiseto
rememberthisadage,theshortnatureofpoliticalcyclesmightbethefactorinsucceeding
inintroducingcasinosintotheregion.
VI. FurtherResearch
Thispaperhastriedtomeasuretheimpactofcasinointroductioninto2statesin
theNew Englandregion.Whilethispaperhasconcludedthatthecasinosmaynothavea
largeimpactonstatebudgets,therearemanyareasthatcouldberesearchedfurther.
Onthequantitativeside,theinter -stateleachingeffectcouldbemorecarefully
observed.SincetherearenocasinossetupinRhodeIslandorMassachusetts,itis
difficulttocalculatethedecreaseinrevenuesthatConnecticutcasinoswillface.New
YorkSt atehasrecentlyapprovedlegislationallowingcertaincitiesintheCatskill
Mountainstooperatelargecasinos.Futurestudiescanfocusontheimpactofnearby
facilitiesandthethresholdtothesaturationpointforthecasinomarket.
Definitiveresearchonboththesubstitutioneffectandmultipliereffectcanalsobe
areasofpo ssibleresearch.UtilizingthedatathatwaspresentforRhodeIslandand
Massachusetts,theaimofthispaperwastoestimatethedirectcosts/benefitsofacasino;
howeverthesecondaryimpactofcasinosonregionaleconomycanbesubstantial.
Anothertopicoffocusistoresearchtheresultofintroductionsofcasinosinto
poorregions.Manyresearchpapershavetriedtodeterminewhetheracasinocan
economicallybenefitapoorregionbyintroducingnewinfrastructure(buildings,roads,
etc)andat tractingmorevisitorsandincreasingrevenues.However,thisauthorhasnot
beenabletofindauthoritativeresultsonthisissue.Also,therehasbeenlittleamountof
researchthatfocusesontheNewEnglandregion.However,ifthereareintroduction sof
newcasinosintotheregion,therewillclearlyhavetobefurtherresearchonhowthis
regionwillrespondtothenewopportunities.
Thispaperhasnotfocusedonthesocialcosts,becauseofthedifficultyin
quantifyingmuchorevenallofthecos ts.However,futurestudiescanfocusonthe
actualrelationshipbetweencasinosandsocialfactors,suchascrime,addiction,
unemploymentamongaplethoraofotherissues.Whiletherehavebeennumerous
studiesthathavetriedtoquantifythesocio -economicissues,definitiveanswershavenot
beenforthcoming.Studiesontherateofincreaseofpathologicalgamblersorgambling
addiction,rateofincreaseoncrimerelatingtotheregionthathasintroducedcasinos,or
rateofincreaseofunemploymento rcorrelationbetweenaddictionandunemployment
canallbeideasthatmayquantifysomeofthesocialissues.
Considerationwasalsonotgiventothepoliticalaspectofcasinos.Researching
whetherpolicymakersarewillingtosupportorrejectcasinos basedonpoliticalplatforms
mightalsobeanimportantissuewhendecidingtheultimatedecisiontointroducecasino
gambling.Astudythatincorporatesthisnotionshould,onalargerscale,alsosurveythe
generalpopulacetoseeifthereisanyeffec tthatpopularopinionhasondecidingthefate
ofthecasinos.
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